This paper examines whether the International Financial Reporting Standards (IFRS)' comprehensive income is related with the future performance of the firms listed on the Tokyo Stock Exchange (TSE) First Section. We find that in Japan, comprehensive income is not superior to other earnings or cash flow variables in predicting future equity returns of the TSE First Section firms. Instead, the ordinary profit to total asset ratio and the earnings before interest and tax to total asset ratio demonstrate the stronger predictive power for the future firm performance.
Introduction
Recently, many Japanese firms began to disclose comprehensive income data. Then does comprehensive income include useful information for investors in the Japanese capital markets? As to international markets, there are several papers that empirically examined on this matter. For instance, Biddle and Choi (2006) found that comprehensive income defined by Financial Accounting Standards Board (FASB) Statement 130 outperformed both traditional net income and fully comprehensive income in explaining the US stock returns. In addition, Chambers et al. (2007) demonstrated the evidence that in the US markets, other comprehensive income was priced in the post-Statement of Financial Accounting Standards (SFAS) 130 periods. Moreover, Dhaliwal et al. (1999) documented that there was no evidence that comprehensive income was strongly connected with the US stock returns. Furthermore, Kanagaretnam et al. (2009) revealed that in Canada, aggregate comprehensive income was more strongly related with both equity price and returns than net income. Other related studies are Hayn (1995) , Hirst and Hopkins (1998) , Jordan and Clark (2002) , Francis et al. (2004) , Mitra and Hossain (2009), Bamber et al. (2010) , and Kabir and Laswad (2011) , for example. However, as far as we know, there exists little empirical research on this issue by exploiting the Japanese data.
Based on these research backgrounds, the objective of this paper is to empirically test whether comprehensive income includes useful information for the future firm performance in the Tokyo Stock Exchange (TSE) First Section. The contributions of this study are as follows. First, we find that in the TSE First Section, comprehensive income is not superior to other earnings or cash flow variables in predicting the future firm performance. Second, our investigations also reveal that the ordinary profit to total asset ratio and the earnings before interest and tax (EBIT) to total asset ratio demonstrate the stronger predictive power for the future firm performance in Japan. The rest of the paper is organized as follows. Section 2 describes our data and methodology, Section 3 explains our empirical results, and Section 4 summarizes the paper.
Data and Methodology
We exploit the stacked data from the fiscal year of 2009 to 2011 and we use the pooled regressions in our empirical tests. This is because in Japan, the comprehensive income data disclosed by firms are well available after the fiscal year of 2009. In our regressions, dependent variable is the TSE First Section firm's six-month future stock return from the end of the each firm's fiscal year. Regarding the explanatory variables, OPP means the operating profit divided by total asset, ORP is the ordinary profit divided by total asset, and EBIT is the EBIT divided by total asset. Further, EBITDA is the earnings before interest, tax, depreciation and amortization (EBITDA) divided by total asset, OPCASH is the operating cash flow divided by total asset, NI is the net income divided by total asset, and COMP is the comprehensive income divided by total asset (Our comprehensive income is in accordance with the International Financial Reporting Standards (IFRS), and in our regressions, COMP is expressed as COMP IFRS .). Moreover, in our regressions, we use four control variables: LNSIZE is the log natural of market capitalization, TANG is the tangible fixed asset divided by total asset, DEBT is the total debt divided by total asset, and LIQ is the short-term liquidity to current liability ratio. The data to construct all variables are supplied by the Quick Corp.
In our panel data analyses, we use three models. The first is the single accounting variable model including four control variables, namely it is the following pooled regression model (1):
Where X i, t denotes the accounting variable, namely, OPP, ORP, EBIT, EBITDA, OPCASH, NI, or COMP.
Next, our second model is to compare the predictable power of comprehensive income and other earnings or cash flow variables for future stock returns. This is the following no control variable model:
Where X i, t denotes the explanatory variable excluding COMP: OPP, ORP, EBIT, EBITDA, OPCASH, or NI.
Furthermore, we set the following pooled regression model (3) to compare the predictive power of comprehensive income and other accounting variables by including control variables:
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Where X i, t is the same explanatory variable as in regression (2). the six-month future return from the end of the fiscal year of each firm. In addition, OPP denotes the operating profit to total asset ratio, ORP denotes the ordinary profit to total asset ratio, and EBIT denotes the earnings before interest and tax to total asset ratio. Further, EBITDA is the earnings before interest, tax, depreciation and amortization to total asset ratio, OPCASH denotes the operating cash flow to total asset ratio, NI denotes the net income to total asset ratio, and COMP denotes the comprehensive income to total asset ratio. Our comprehensive income is in accordance with the International Financial Reporting Standards (IFRS), and in our regressions, COMP is expressed as COMP IFRS . Moreover, LNSIZE is the log natural of market capitalization, TANG is the tangible fixed asset to total asset ratio, DEBT is the total debt to total asset ratio, and LIQ is the short-term liquidity to current liability ratio. is the TSE First Section firm's six-month future return from the end of the fiscal year of each firm. With respect to the explanatory variables, OPP denotes the operating profit to total asset ratio, ORP denotes the ordinary profit to total asset ratio, and EBIT denotes the earnings before interest and tax to total asset ratio. Further, EBITDA denotes the earnings before interest, tax, depreciation and amortization to total asset ratio, OPCASH denotes the operating cash flow to total asset ratio, NI denotes the net income to total asset ratio, and COMP denotes the comprehensive income to total asset ratio. Our comprehensive income is in accordance with the International Financial Reporting Standards (IFRS), and in our regressions, COMP is expressed as COMP IFRS . Moreover, we employ four control variables in regressions: LNSIZE denotes the log natural of market capitalization, TANG denotes the tangible fixed asset to total asset ratio, DEBT denotes the total debt to total asset ratio, and LIQ denotes the short-term liquidity to current liability ratio. In addition, Const. in this table means the constant term of regressions. Further, Obs. means the number of panel data sample and Adj.R 2 is the adjusted R-squared value. Moreover, *** denotes the statistical significance of the coefficients at the 1% level, ** denotes the statistical significance of the coefficients at the 5% level, and * denotes the statistical significance of the coefficients at the 10% level, respectively. is the TSE First Section firm's six-month future return from the end of the fiscal year of each firm. With respect to the explanatory variables, OPP denotes the operating profit to total asset ratio, ORP denotes the ordinary profit to total asset ratio, and EBIT denotes the earnings before interest and tax to total asset ratio. Further, EBITDA denotes the earnings before interest, tax, depreciation and amortization to total asset ratio, OPCASH denotes the operating cash flow to total asset ratio, NI denotes the net income to total asset ratio, and COMP denotes the comprehensive income to total asset ratio. Our comprehensive income is in accordance with the International Financial Reporting Standards (IFRS), and in our regressions, COMP is expressed as COMP IFRS . In addition, Const. in this table means the constant term of regressions. Further, Obs. means the number of stacked data sample and Adj.R 2 is the adjusted R-squared value. Moreover, *** denotes the statistical significance of the coefficients at the 1% level, ** denotes the statistical significance of the coefficients at the 5% level, and * denotes the statistical significance of the coefficients at the 10% level, respectively.
Results of Pooled Regressions
First, we exhibit the descriptive statistics for our employed variables of the TSE First Section firms in Table 1 . These are the statistics as to the panel data for the fiscal year from 2009 to 2011. From this table, we can overview their statistic characteristics. The numbers of stacked data are in cross-section, 1117, in time-series, 3-years, and 3351 pooled data. Further, we show the results of our pooled regression (1) in Table 2 , those of pooled regression (2) in Table 3 , and those of pooled regression (3) in Table 4 .
As to our empirical results, Table 2 firstly shows that comprehensive income does not exhibit the strong predictive power of the future six-month stock returns of the TSE First Section firms. We understand this from the adjusted R-squared values. Instead, ORP and EBIT show much stronger predictive power for the future returns. Second, Table 3 indicates that when we conduct one-to-one comparison between comprehensive income and other earnings or cash flow variables, comprehensive income is always dominated by other variables. This is judged by the results of our pooled regression (2). The exceptions are only the cases of EBITDA and OPCASH. Thirdly, Table 4 exhibits that even if we add four control variables; LNSIZE, TANG, DEBT, and LIQ, the results are almost the same. That is, the comprehensive income's predictive power for future stock returns in the TSE First Section firms is relatively weak and ORP and EBIT again demonstrate the strong and robust predictable power for the future TSE firms' performance. Further, our investigations revealed that the EBITDA and the comprehensive income were simultaneously statistically significant in the single regression, and operating cash flow and comprehensive income were also simultaneously statistically significant in the same regression. We interpret the evidence that cash flow variables and comprehensive income include supplemental information each other in Japan. Furthermore, we consider that it is also interesting to conduct similar research by using international data set and this shall be one of our future tasks.
